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E.O. 11652: NA 

TAGS: BEXP, EFIN, PP 

SUBJECT: INQUIRY RE EXIM BANK LOAN 

1. MANAGING DIRECTOR OF PAPUA NEW GUINEA BANKING 
CORPORATION, WILLIAM CLARK, CONTACTED EMBASSY E/C OFFICER 
OCTOBER 8 REGARDING CLARIFICATION OF EXIM BANK'S REQUIRE- 
MENT OF OFFSHORE GUARANTEES FOR ANY LOANS TO PNG. (PNG 
BANKING CORPORATION IS COMMERCIAL BANK, WAS FORMERLY 
THE COMMONWEALTH BANK.) PNG BANKING IS INTERESTED IN 
KNOWING SPECIFICALLY: 

1) DOES EXIM REQUIRE AN OFFSHORE GUARANTEE OF OTHER 
COUNTRIES BESIDES PNG? FROM CLARK'S PERUSAL OF EXIM S 
LITERATURE, IT APPEARS TO HIM THAT BANK DOES NOT 
REQUIRE THIS OF OTHER COUNTRIES. 

2) FOR WHAT REASONS IS THIS OFFSHORE GUARANTEE REQUIRED? 

IT IS POLITICAL MAINLY OR DO OTHER FACTORS ENTER IN? 

3) FOR HOW LONG SHOULD BANKS OPERATING IN PNG EXPECT 
THIS REQUIREMENT TO REMAIN IN EXISTENCE? 
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2. CLARK STATED THAT HE WAS ASKING ON BEHALF OF 
CLIENT WITH PRIME BORROWING REPUTATION SEEKING LOAN 
OF US$20 MILLION FOR PURCHASE OF U.S. MANUFACTURED 
EQUIPMENT. CLARK INTERESTED IN 45-10-45 LOAN RATIO 
WITH EXIM PICKING UP 45 PERCENT. PNG BANKING 
CORPORATION IS INTERESTED AS A COMMERCIAL BANK IN 
ACTING IN ROLE OF COOPERATING INSTITUTION. 

3. CLARK STATED HE UNDERSTOOD CONSERVATIVE BANKER'S 
POSITION AS HE WAS CONSERVATIVE BANKER HIMSELF, BUT 
THAT HE BELIEVES HE CAN MAKE A GOOD CASE FOR EXIM'S 
SERIOUS CONSIDERATION OF THIS LOAN WITHOUT THE OFFSHORE 
GRARANTEE. 

4. COMMENT: WE HAVE BEEN VERY CAREFUL NOT TO GIVE PNG BANKING 
OR OTHER CONTACTS IN OR OUT OF THE GPNG ANY ENCOURAGEMENT 
RE EXIM BANK LOANS. WE HAVE ADHERED STRICTLY TO THE 

LINE LAID DOWN IN STATE 200678. 

WE HOPE, HOWEVER, THAT THE SUBJECT OF THE EXIM'S LENDING POLICY 
IS STILL OPEN FOR DISCUSSION BECAUSE WE BELIEVE THAT 
IRRESPONSIBLE AND UNINFORMED PRESS REPORTING MAY HAVE 
CREATED ATTITUDES THAT THE FACTS DO NOT JUSTIFY. WE 
BELIEVE THAT THE PRESENT SITUATION OFFERS A VERY GOOD 
OPPORTUNITY FOR AMERICAN BUSINESS ACTIVITIES. TWO 
MAJOR U.S. BANKS ARE INTERESTED IN MAKING LOANS HERE NOW, 

AND ONE LARGE LOAN HAS BEEN APPROVED, WE ARE TOLD. 
COMPETITION FROM AUSTRALIA AND JAPAN HAS DECLINED 
BECAUSE OF THE INTERNAL ECONOMIC PROBLEMS OF BOTH 
COUNTRIES. SOME EXIM ACTIVITY AT THIS TIME COULD PAY 
HANDSOME DIVIDENS IN TERMS OF AMERICAN BUSINESS IN 
THE FUTURE. 

WE WOULD LIKE TO POINT OUT THAT EXIM'S POLICY TOWARDS 
PNG SEEMS DIFFERENT FROM ITS POPCY TOWARDS OTHER LDCS, 
INCLUDING NEWLY INDEPENDENT COUNTRIES, AND INCLUDING 
THOSE WITH SECESSIONIST MOVEMENTS. WE RECOGNIZE THAT 
THE SECESSIONIST MOVEMENTS HERE WILL CONTINUE TO BE A 
PROBLEM, BUT THE SAME IS TRUE (AND WAS TRUE 10 YEARS 
OR MORE AGO) OF MANY OTHER LDC S WHERE WE BELIEVE 
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EXIM BANK HAS OPERATED AND IS STILL DOING BUSINESS. 

THERE IS NO TERRORIST ACTIVITY HERE. THERE ARE NO 
URBAN GUERRILAS. THERE IS NO BOMB THROWING. THE 
FORECASTS OF VIOLENCE AND UNREST AFTER PNG BECAME 
SELF-GOVERNING WERE PROVED WRONG NEARLY TWO YEARS 
AGO; THE FORECAST OF VIOLENCE AND UNREST AFTER 
INDEPENDENCE ARE APPEARING TO BE EQUALLY WRONG NOW. 

WE REGARD THE ECONOMIC PROSPECTS FOR PNG MUCH BRIGHTER 
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THAN FOR MOST LDC'S AND WE MAKE THIS JUDGMENT ON THE 
BASIS OF EXPERIENCE IN ASIA AND AFRICA. 

WE HAVE NOT YET RECEIVED EXIM DOCUMENTS PROMISED IN 
STATE 200678. 

OLMSTED 
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